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EXECUTIVE SUMMARY
ARIZONA CORPORATION COMMISSION
DOCKET NO. RE-00000A-18-0403

On December 3, 2018, Staff conducted a stakcholder mccting to address possible
modifications to the Commission's Retail Tlectric Competition Rules (“Rules™). On December
19, 2018, pursuant to Commission directive, Staff opened a rulemaking docket 1o consider possible
modifications to the Rules. In addition, the Commission asked Staff to look at the Commission’s
current Rules and modify them to best fit Arizona while taking into consideration feedback from
Stakeholders.

The purpose of this document is to present an initial draft of Staft’s proposed modifications
to the current Rules. Staff's initial drafi of the Rules was an extensive undertaking. The proposed
Rules may yet undergo substantial revisions after the workshop process and informal comment
beforc they are finalized, and the formal rulemaking process begins.
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INTRODUCTION

In order to implement retail electric compctition, there is a need for the Arizona
Corporation Commission ("Commission") to revisit its existing Retail Flectric Competition
Rules (“Rules™) due to an Arizona Court of Appeals decision, commonly known as the
“Phelps Dodge” Decision; ! increased interest; passage of time; evolving technologies; and the
changing marketplace. Pursuant to Commission directive, Stafl prepared the following draft
rules after consideration of the Phelps Dodge Decision, stakeholder written comments,
Commission workshops, Commissioner proposals. and researching retail electric competition
m other states.

RETAIL ELECTRIC COMPETITION IN ARIZONA

Beginning in 1994, the Commission began to investigate the introduction of retail
clectric competition in Arizona. In December 1996, the Commission adopted the Rules,
Arizona Administrative Code (“A.A.C.”") R14-2-1601 to R14-2-1616, to change the provision
of electric generation and related services from a system of regulated monopolics 1o a
competitive onc. Alter multiple revisions of the rules in 1998 and 1999, the Commission
approved about 20 Certificates of Convenicnce and Necessity (“CC&Ns™) for entities to
provide competitive electric service in Arizona.

Some retail eleciric competition occurred in 1999 and 2000. The current version of
the Rules was adopted by Decision No. 62924 (October 10, 2000). Retail electric competition
came to a halt when competitive suppliers returned all their customers to the affected or
incumbent utilitics following problems in the wholesale market. In 2004, the Phelps Dodge
Decision invalidated a number of provisions in the Rules and all of the CC&Ns that had been
granted for competitive electric service. In 2013, the Commission revisited the issue of retail
electric competition, but took no formal action. In August 2018, the Comimission started
looking at possible modifications to its current energy rules, which included rctail clectric
competition,

PHELPS DODGE DECISION

Phelps Dodge Corporation v. Arizona Flectric Power Cooperative was a consolidated case,
in which the statc’s appellate court was asked to resolve various constitutional, statutory, and
administrative challenges to the Rules promulgated by the Commission to implement competition.
The Rules challenged in this case were A.A.C. R14-2-1601 to R14-2-1617. which were established
in Decision No. 61969 (September 1999).

The Commission was cstablished by Article 15 of the Arizona State Constitution,
which explicitly calls for an elected commission. Section 3 of Article 15 provides:

! Phelps Dodge v Arizona Elec. Power Coop., 207 Ariz. 95.83 P. 3d 573 (App. 2004).
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“The Corporation Commission shall have full power to, and shall,
prescribc just and reasonable classifications to be used and just and
reasonable rates and charges to be made and collected, by public scrvice
corporalions within the state for service rendered therein, and make
reasonable rules, regulations, and orders, by which such corporations
shall be governed in the transaction of business within the state...”

The appellate court determined that A.A.C. R14-2-1611(A) violated the Arizona State
Constitution Article 15 Section 3 and thus, was dcemed unconstitutional.

Additionally, the court determined that the Commission lacked authority to implement
AAC, R14-2-1609(C)-(J) and A.A.C. RI4-2-1615(A), (C). Lastly, the court ruled that the
Commission nceded to submit A.A.C R14-2-1603, 1605, 1610, 1612, 1614, and 1617 to the
Attorney General for review and certification.

STAFF’S PROPOSED RULES

Staff’s proposed Rules take into account multiple factors such as the Phelps Dodge
Decision, evolving technologies, the changing marketplace, stakeholder writtcn comments,
Commission workshops, Commissioner proposals, and retail competition provisions from other
states.

Initial Proposed Draft of the Rules
The modifications to the Rules are:

. Given the Phelps Dodge Decision, the proposcd Rules exclude A.A.C. R14-2-
1611(A), 1609(C)-(J) and 1615(A).

. An Affected Ultility is defined as the following public service corporation serving
electric load in Arizona but excluding any with morc than half its customers located
outside of Arizona.

Tucson Electric Power Company, Arizona Public Service Company, UNS Electric
Company, Arizona Elcctric Power Cooperative, Trico Electric Cooperative,
Duncan Valley Electric Cooperative, Graham County Electric Cooperative,
Mohave Electric Cooperative, Sulphur Springs Valley Electric Cooperative,
Navopache Electric Cooperative, Ajo Improvement Company, and Morcnci Water
and Electric Company.

. An Incumbent Utility 1s defined as the electric utility entity regulated by the
Commission that operates, constructs, and maintains the distribution sysiem for the
delivery of power to the end user point of delivery on the distribution system.




Arizona Corporation Commission
Docket No. RE-00000A-18-0405
Page 3

. Eligible Customers (“Consumers™) are defined as all non-residential consumers
who use more than 100 kW demand monthly.

. Consumers who do not meet the monthly demand of 100 kW may, within the same
scrvice area, aggregate to combine and consolidate their loads, but to be eligible for
aggregation the combined load must be of at least 1 MW,

. Community Choice Aggregation (“CCA™), also known as municipal aggregation,
is a program that allows local governments to procure power on behalf of their
residents, businesses, and municipal accounts from an alternative supplicr while
still receiving transmission and distribution service from their incumbent utility.
Staff is proposing that CCA be allowed in Arizona only for municipalities.

. The Incumbent Utility will be the meter service and meter reading service
provider,

APPENDICES

In order to implement retail competition, it isnecessary to modify the Commission's
Rules. Staff’sinitial proposal is attached hereto as Appendix A and B,

Appendix A

Appendix A is Staff’s proposed language, edits, and modifications to the Commission’s
Rules.

Appendix B

Appendix B is a redline version ol the Commission’s Rules.




Appendix A

DRAFT
ARTICLE 16. RETAIL ELECTRIC RESTRUCTURING

R14-2-1601. Definitions

In this Article, unless the context othcrwisce requires:

1. “Affected Utilities” means the following public service corporation scrving electric load in

Arizona but excluding any with more than half its customers located outside of Arizona.

lucson Electric Power Company, Arizona Public Scrvice Company, UNS Electric
Company, Arizona Electric Power Cooperative, Trico Clectric Cooperative, Duncan
Valley Electric Cooperative, Graham County Elegtric Cooperative, Mohave Electric
Cooperative, Sulphur Springs Valley Electric Cooperative, Navopache FElectric
Cooperative. Ajo Improvement Company, and Morcnci Water and Electric Company.

2. “Aggregation” mcans the combination and.¢bnsolidation ‘gfioads of multiple customers

within the service area granted to the E ¢ Service ProVider under the terms of its
Certificate of Convenience and Necesst)

3. “Aggregator” means an Elcctric Servic vider that, as part of"its business, combines
non-residential retail electric customers into“a purcha; 'ng group.

4. “Ancillary Scrvices” means ;thuse serwces d as anmllary seryices in Federal

transmission system in accordance
“Bundled Scrvice’m-eaﬁl%u;
T

pursudnt to R14-2-1601{(30) or
eral Fnergy Regulatory Commission,

interconnection‘fetering :and telemetry, capable of controlhng generation to maintain its
interchange scheduk “other such systems and contributing to frequency regulation of
the interconnection. -

11. “Community Choice Aggregation (“CCA™) also known as municipal aggregation, is a
program that allows local governments to procure power on behalf of their residents,
businesses, and municipal accounts from an alternative supplier while still receiving
transmission and distribution service from their Affected or Incumbent utility provider.

12. *Current Transformer™ (CT) is an electrical device used in conjunction with an ¢lectric
meter to provide a measurement of energy consumption for metering purposes.

13. “Delinquent Accounts”™ means customer accounts with outstanding pasi-due payment
obligations that remain unpaid after the due date.

14. “Direct Access Service Request”™ (DASR) means a form that contains all necessary billing
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and metering information to allow customers to switch electric service providers. This form
musi be submitted to the Affected or Incumbent Utility by the customer’s Electric Service
Provider.

15. “Distribution Primary Voltage™ is voltage as defined under the Affected Utility's Federal
Energy Rcgulatory Commission (FERC) Open Access Transmission Tariff, except for
Meter Service Providers, for which Distribution Primary Voltage is voltage at or above 600
volts (600V) through and including 25 kilovelts (25 kV),

16. “Distribution Service” means the delivery of electricity to a retail consumer through wires,
transformers, and other devices that are not classified as transmission services subject to
the jurisdiction of thc Federal Energy Regulatory Commission; Distribution Service
cxcludes Meitering Services, Meter Reading Services, an' Billing and collection scrvices,
as those terms are used herein.

17. “Electric Service Provider” (ESP) means a compan:y;fs'u’ ing, marketing, or brokering at
retail any Competitive Services pursuant to a Certificate of:Convenience and Necessity.

18. “Clectric Service Provider Service Acquisition Agreement” or “Service Acquisition
Agreement” means a contract between an Electric Service Provider and an Incumbent or
Affected Utility to deliver power to retail end users or between an Electric Service Provider
and a Scheduling Coordinator to qchedu]e " issi i

19, “Electronic Data Interchange™
business documents using st
internationally.

20. “Eligibie Customers” or* Cons
than 100kW demand monthly.

21. “Generation” means the pr

wholesale ele '_5

25. Meter Nunber™ is a unique, pcmldnen‘t identification number used to identify each service
delivery point. _

26. “Meter Reading: Servlce I'n'eans all functions related to the collection and storage of
consumption data. ;

27. “Meter Reading Servicg Provider” (MRSP) means an Affected or [ncumbent Utility.

28. “Meter Service Provider” (MSP) means an Affected or [ncumbent Utility.

29. “Metering and Metering Service” means all functions related to measuring clectricity
consumption,

30. “Must-Run Generating Units™ are those local generating units that are required to run to
maintain distribution system reliability and to meet load requirements in times of
congestion on certain portions of the interconnected transmission grid.

31. “Noncompetitive Services” means Distribution Service, Standard Offer Service,
transmission, Metering, Meter Reading Service and any ancillary services deemed to be
non-competitive by the Federal Encrgy Regulatory Commission, Must-Run Generating
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32,

33.

34,
3s.

36.

37.

38.

39, ¢

40.

4].

Units services, provision of cuslomer demand and energy data by an Affected Utility or
Incumbent Utility Distribution Company to Electric Service Providers,

“Operating Reserve” means the generation capability above firm system demand used to
provide for regulation, load forecasting crror, cquipment forced and scheduled outages, and
local arca protection to provide system reliability.

“Provider of Last Resort” (“POLR”) means a provider required to provide service to
any cuslomer In a service area that requests it, even if serving that customer would not be
economically viable at prevailing rates.

“Retail Elcctric Customer” means the person or entity in whose name service is rendered.
“Scheduling Coordinator” means an entity that provides schedules for power transactions
over transmission or distribution systems to the party/responsible for the operation and
control of the transmission grid, such as a Comrol A perator.

“Sell-Aggregation” is the action of a retail electri ¢t that combines its own metered
loads into a singlc purchase block.
“Standard Ofter Service” means Bundled Service olfered by the Affected Utility or
Incumbcnt Uuhty Lo all eligible customers in the Affected U’(lllt s or Incumbcnt Utllll}

consumer mformatlon services,,
noncompetitive as long as thos
R14-2-1606(A).
“Stranded Cost” includes:
a) The verifiable net dlfference

_tc’frv assets“j gcqulred or entered into prior to
on of Affccted and Incumbent Utilities; and
d obligations directly attributable to the

tlucturmg costs as apploved by the Commission as part of the
Utility’q <5‘[r£mded Cost determination under R14-2- 1607

mdndgcment Con F’ducatlon environmental, rencwables, long- lerm publle benefit
rescarch and development, and nuclear fuel disposal and wuclear power plant
decommissioning programs, and other programs that may be approved by the Commission
from: time to time.

“Transmission Primary Voltage” is voltage above 25 kV as it relates to metering
transformers.

“Transmission Service” refers to the transmission of electricity to retail eleetric customers
or to electric distribution facilities and that is so classificd by the Federal Cnergy
Regulatory Commission or, to the extent permitted by law, so classified by the
Commission,
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42. “Unbundled Service”™ means electric service clements provided and priced separately,
including, but not limited to, such service elements as generation, transmission,
distribution, Must Run Generation, billing and collection, and ancillary services.
Unbundled Service may be sold to consumers or to other Electric Service Providers.

43, “Utility Induastry Group” (UIG) refers to the utility industry association that establishes
national standards for data formats.

R14-2-1602. Commencement of Competition

A. An Aifected or Incumbent Utility’s customers will be cligible for competitive electric
services, subject to the Competitive Transition requirements in R14-2-1604, on the date
sct by Commission Order in each Affected or [ncumbent Utility’s Stranded Cost and
Unbundled Tariff procecding.

B. An Affected or Incumbent Utility’s competitive clé
1s a member shall not be permitted to offer Competitive’Services in any other Affected or
Incumbent Utility’s service territory until the Commissi s ordered the service area of
the potential competitor’s affiliated Affected or Incumbent Utility opened to competition.

affiliates or an atfiliate of which it

R14-2-1603. Certificates of Convenience and N
A. Any Electric Service Provider intending t
Certificate of Convenience atid 1

An Alfected or Incumbent
Necessity to continue to provi ' ervice m%’& serwce area during the transition
period set forth in R I4 2-1604. ' tecied Ulility providing Standard
Offer Service, o1 ate TBDY], need not apply for

- npetitive Semg % shall obtain a
mlssmn pursug 10 tlm Amcle

PP ipport of the request for a Certlﬁcate of
he follo ng mf/t}nnat]on must bc provided:

t address of the applicant, and
yner if a solc proprietorship,

conditions All appIy to the provision of the service;

4, A dcsmptlon of the applicant’s technical ability to obtain and deliver clectricity if
appropriate and to provide any other proposed services;

5. Documentation of the financial capability of the applicant to provide the proposed
services, including the most recent income statement and balance sheet, the most
recent projected income statement, and other pertinent financial information.
Audited information shall be provided if available;

6. A description of the form of ownership (for example, partnership, corporation);

7. For an applicant that is an affiliate of an Affected or Incumbent Utility, a statement
of whether the Affected or Incumbent Utility has complied with the requircments
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of R14-2-1616, including the Commission Decision approving the Code of
Conduct, where applicable; and
8. Such other information as the Commission or the staff may request.

C. The applicant shall report in a timely manner during the application process any changes
in the information initially reported to the Commission in the application for a Certificate
of Convenicnce and Necessity,

D. The applicant shall provide public notice of the application as required by the Commission.

E. At the time of filing for a Certificate of Convenience and Necessity, each applicant shall
notify the Affected Utilities or Incumbent Utility in whose service territories it wishes to
offer service by providing a copy of the application to the Affccted Utilities or Incumbent
Utility No later than 10 days after application is liled, gach applicant shall provide written
notice to the Commission, through Docket Control, that it has provided notification to each
of the respective Affected Utilities or Incumbent Utility . The attachment to the CC&N
application should include a listing of the names and addresses of the notificd Aftected
Utilities, Incumbent Utility. '

F. The Commission may issue a Certifi
for a specified period of time if the app
retail electric service that is being request

“onvenience andNecessity that is effective
has limited or no experience in providing the
n apphcant receiving: uch approval shall

1. Does not provxde the info 3
2. Does not possess adequate t
services;

Acqu151t10n /
L __C__oordmator

relative to Serv tisition Agreements, Affected or Incumbent Utilities or their
successor cntitie 4uired to negotiate in good faith.
I. Tvery Flectric Service Provider obtaining a Certificate of Convenience and Necessity
under this Article shall obtain certification subject to the following conditions:
1. The Electric Service Provider shall comply with all Commission rules, orders, and
other requirements relevant to the provision of electric service;
2. The Elcctric Scrvice Provider shall maintain accounts and records as required by the
Commission; :
3. The Electric Service Provider shall file with the Director, Utilities Division, through
the Compliance Scction, all financial and other reports that the Commission may
require and in a form and at such times as the Commission may designatc;
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The Electric Service Provider shall maintain on file with the Commission all current
tariffs and any service standards that the Commission shall require;

The Electric Service Provider shall cooperate with any Commission investigation of
customer complaints;

The Electric Scrvice Provider shall obtain all necessary permits and licenses,
including relevant tax licenses,

The Electric Service Provider shall comply with all disclosure requirements pursuant
toR14-2-1617;

Failure to comply with any of the above conditions may result in rescission of the
Flectric Service Provider’s Certificate of Convenience and Necessity.

J. In appropniate circumstances, the Commission may require, as a precondition to

certification, the procurement of a performance be
deposils the applicant may collect from its custj_/
deposits be held in cscrow or trust. o

K. Tim
1.

R14-2-16

ifficient to cover any advances or
Zor order that such advances or

ertlﬁcatcs of tlonvenience and Necessity

This rule prescribes time-frames fot the processing of any apphcatlon for a Certificate
of Convenience and Necessity ed by the Arizona Carperation Commission
pursuant to this Article. These time- frameq c;haI] ly to applicatians filed on or after
the effective date of this :
Within 120 calendar da
Convenicnec and Necess 1 .
Certificate of Convenienceand Neéo shatl, notify the applicant in writing,
that the application is either ative
is deﬁ01ent-

e-frames for processing applications

///
: noncc shall sp e

Yiji '_s,trati\"?e' completencss review time-frame: 120 calendar days;
b. Substantive review time-frame: 180 calendar days;
¢. Overall time-frame: 300 calendar days.

I[ an applicant requests, and is granted, an extension or continuance, the appropriatc

time-frames shall be tolled from the date of the request during the duration of the

extension or continuance.

During the substantive review time-frame, the Commission may, upon its own motion

or that of any interested party to the procceding, request a suspension of the time-

frame rules.

04. Competitive T'ransition

A. At the date established under R14-2-1602(A), each Affected or Incumbent Utility shall
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mazke available at least 10 percent of its [Datc 1BD], systcm retail peak demand for

comipetitive generation supply on a first-come, first-served basis as further described in

this rule. First-come, first-served, for the purposc of this rule, shall be determined for

customers by the date and time of an Clectric Service Provider’s filing of a Direct Access

Service Request with the Affected Utility or an Incumbent Utility. The effective date of

the Direct Access Service Request must be within 60 days of the filing datc of the Dircct

Access Service Request.

1. All Affected or Incumbent Utility customers with non-residential non-coincident peak
demand load greater than 100 kW will be eligible for Lompetlmc electric services upon
the commencement of competition. :

A CCA or Electric Service Provider may aggregate mto a minimum combined load of 1

"}
MW or greater within an Affected or lncumbcnt Utlllty s scrvice territory and be
eligible for competitive electric services.

3. Affected or Incumbent Utilities shall notif customcrs ¢ligible under this subsection of
the terms of the subsection no later tha ays pri the:start of competition within
1ts servu:e territory. .

4.

the cffective dale of the () SO : ;a certificated Fleét/ﬁc Provider as

provided for in these rules.

B. All eligible customers shall be
[Date TBD].

C. Retail consumer

competitive

'15ting'contract onIV if the Affected or
it the retail consumer may participate in the

ative shall propose methods to enhance consumer
resources.

choice amonU general
3. The Comml_sswn shal

R14-2-1605. C ompetltlv Scrvices

Competitive Services as defined in 2-1601(8) shall rcquirc a Certificate of Convenience and
Necessity and a tariff as described in R14-2-1603. A properly certificated Electric Service
Provider may offer Competitive Services under bilateral or multilateral contracts with retail
consumers.

R14-2-1606. Services Required to be Made Available
A. Onthe date its service area is open to competition under R14- 2-1602, each Affected Utility
or Incumbent Ulility shall make available Standard Offer Service and Noncompetitive
Services at regulated rates. After [Datc TBDY], Standard Offer Service and Noncompetitive
Services shall be provided by Incumbent or Affected Utilities who shall also act as
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Providers of Last Resort,

B. After [Date TBD], powcr purchased by an investor owned Incumbent or Affected Utility
for Standard Oifer Service shall be acquired from the competitive market through prudent,
arm’s length transactions, and with at least 50 percent through a competitive bid process.

C. Standard Offer Tariffs

1. By [Date TBD], or pursuant to Commission Order, whichever occurs first, each
Affected or Incumbent Utility shall file proposed taritfs to provide Standard Offer
Service. Such rates shall not become effective until approved by the Commission.
Any rate increase proposed by an Affected Utility or Incumbent Utility for Standard
Offer Service must be fully justified through a ratc gasc proceeding.

2. Standard Offer Service tariffs shall include the following elements, each of which
shall be clearly unbundled and identified in th :

a. Compectitive Scrvices:
1.  Generation, which shall include all
il.

iil.

d collection;
v,

1.

include scheduling, system control
cactive supply and voltage control from

sttem Benefit _ _
' tion-related billing and collection.

jent Utilities may file proposed revisions to such rates with the
1 Docket Control. Any rate increase proposed by an Affected
3 tility for Standard Offcr Service must be fully justified through
a rale caséproceeding, which may be expedited at the discretion of the Utilitics

o ke
Division Direétor

4. Such rates shall teflect the casts of providing the service.

5. Consumers receiving Standard Offer Service are eligible for potential future rate
reductions as authorized by the Commission.

6. After [Datc TBD], tariilts for Standard Offer Service shall not include any special
discounts or contracts with terms, or any tariff that prevents the customer from
accessing a competitive option, other than time-of-use rates, interruptible rates, or
self-generation deferral rates.

D. By the effective date of these rules, or pursuant to Commission Ordcr, whichever occurs

first, each Affected Utility or [ncumbent Utility shall file an Unbundled Service tariff that
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shall include a Noncompetitive Services tariff. The Unbundled Service tariff shall
calculate the iterns listed in R14-2-1606(C)(2)(b) on the same basis as those items are
calculated in the Standard Offer Service tariff,

E. To managc its risks, an Affected or Incumbent Utility or Electric Service Provider may
include in its tariffs deposit requirements and advance payment requirements for
Unbundled Services.

F. Affected Utilities and Incumbent Utility must accept power and energy delivered to their
distribution systems by other Load-Serving Entities and offer distribution and distribution-
related ancillary services comparable to services they provide to themselves at their
Noncompetitive Services tariffed rates.

G. Customer Data

1. Upon written authorization by the customer, a Load-Serving Entity shall release in a
timely and uscful manner that customer’s. blllmg data. including consumption,

demand, and power factor (if available), for the most; ceent 12- month peried to a

customer-speciiied properly certifi catéd Flectric Serv

The FElectric Service Provider rcqucstmg such customer-data shall provide an

accurate account number for the customer. '

3. An Incumbent or Affected Utility shalk perform the Meter Rea.dmg Serv1ce for non-
residential customers qerved by the Utifity i

systen.

H. Rates for Unbundled Se

1. The Commission sh:

[

exible if 'c.lp.proved by thc Commission.
I __1t1ve %ernceq under t]m R]4-"-1606 sbail

C. The Aftected or Incumbent Utility shall file estimates of unmitigated Stranded Cost on or
before [Date TBD], or pursuant to Commission Order, whichever occurs {irst. Such
cstimates shall be [ully supported by analyses and by records of market transactions
undertaken by willing buyers and willing sellers.

D. An Alfected or Incumbent Utility shall request Commission approval, on or before [Date
TBD], or pursuant to Commission Order, whichever occurs first, of distribution charges or
other means of recovering unmitigated Stranded Cost. The filing may include a discounted
stranded cost exit methodology that a consumer may choose to use to determine an amount
due the Affected or Incumbent Ultility in lieu of making monthly distribution charge or
other payments.
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E. The Commission shall, after hearing and considcration of analyses and recommendations
presented by the Affccted or Incumbent Utilities, staff, and intervenors, determine for cach
Alflected or Incumbent Utility the magnitude of Stranded Cost, and appropriate Stranded
Cost recovery mechanisms and charges. In making its determination of mechanisms and
charges, the Commission shall consider at least the following factors:

L. The impact of Stranded Cost recovery on the effectiveness of competition:

2. The impact of Stranded Cost recovery on customers of the Affected or Incumbent
Utility who do not participate in the competitive market;

3. The impact, if any, on the Affected or Incumbent Ultility’s ability to meet debt
obligations;

4. The impact of Stranded Cost recovery on price pald by consumers who participatc
in the competitive market;

The degree to which the Affected or Inétin

Stranded Cost; '

6. 'lhe degree to which some assets have. values in excess ot their book values;

Appropriate treatment of negative:Stranded Cost:

8. The time period over which such Stranded Cost charges ma

Commission shall limit the applicatiori @@;u{:h £ ‘-

9. The applicability of Strafiled Cost to inten ;12;

F. A Competition Transition Charge i« :
on the amount of gencration p/ﬁ ch

purchases from an Affected or In/ mben

side managemen

Lh

~

Stranded ‘Cost of the Affcctn,d Utility 11 the Commlssmn finds that such method of
financing will result in a lower cost alternative to customers.
ionmay, alter notice and hearing, order regular revisions to estimates of the

R14-2-1608. System Benefits Charges

A. Each Affected Utility or Incumbent Utility shall file for Commission review non-
bypassable rates or related mechanisms to recover the applicable pro-rata costs of System
Benefits from all consumers located in the Affected Utility’s or Incumbent Utility’s
service area. Affected Utilities or Incumbent Utilitics shall file for review of the Systems
Benefits Charge at least every three years. The amount collected annually through the
System Benefits charge shall be sufficient to {fund the Affected Utilities® or Incumbent
Utilities Commission-approved System Benefits. Filings shall be made with the
Commission through Docket Confrol,

B. Each Affected Utility or Incumbent Utility shall provide adequate supporting
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dacumentation for its proposed rates for System Benefits.

C. An Affected Utility or Incumbent Utility shall recover the costs of System Benefits only
upon hearing and approval by the Commission of the recovery charge and mechanism.
The Commission may combine its review of System Benefits charges with its review of
filings pursuant to R14-2-1606,

R14-2-1609. Transmission and Distribution Access

A. The Affccted Ulilities shall provide nondiseriminatory open access to transmission and
distribution facilities to scrve all non-residential customers. No preference or priority shall
be given to any distribution customer hased on whether the customer is purchasing power
under the Affected Utility’s Standard Offer or in the competitive market. Any transmission
capacity that is reserved for use by the retail custom T the Affected Utility’s Incumbent
Utility shall be allocated among Standard Offer:customers and competitive market
customers on a pro-rata basis. o

B. Incumbent Utilities shall retain the obiigati 1 {o assure that adequate transmission import
capability is available to meet the load qulrements of all distribution customers within
their service areas. Incumbent Utilities shall retain the obllgatlori {0zassure that adequatc
distribution system capacity is available 1375 ' ’
customers within their service areas.

R14-2-1610, Rates
A.

tbc filed wu:h the Duector Utilities Division,
as practicable. 1f a contract does not comply
Senmg Entity’s approwed tariffs, it shall not become
rder. The provisions of such contracts shall be kept

not be filed With the Dlrcctor Utilities Dmsmn If a contract does not comply with the
provisions of the Load Serving Entity’s approved tariffs, it shall not become effective
without a Commission order.

D. An Electric Service Provider holding a Certificate pursuant to this Article may price its
Competitive Scrvices, at or below the maximum rates specified in its filed tariff, provided
that the price is not less than the marginal cost of providing the service.

E. Requests for changes in maximum rates or changes in terms and conditions of previously
approved tariffs may bc filed with the Commission through Docket Control. Such
changes shall become effective only upon Commission approval.
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R14-2-1611. Service Quality, Consumer Protection, Safety, and Billing Requirements
A. Lxcept as indicated elsewhere in this Article and in reference to residential service, R14-
2-201 through R14-2-212, , are adopted in this Article by reference. However, where the
term “utility” is used in R14-2-201 through R14-2-212, the term “utility” shall pertain to
Electric Service Providers providing the services described in each subscetion of R14-2-
201 through R14-2-212. R14-2- 203(E) and R14-2-212(H) shall pertain only to Utility
Distribution Companies.
B. The following shall not apply to this Article:
R14-2-202 in its entirety,
R14-2-206 in its entirety,
R14-2-207 in its entirety,
R14-2-212 (F)(1),
R14-2-213,
R14-2-208(T) and (F). : .
C. No consumer shall be decemed fo have changed’providers of :
Article (including changes from the Affected or Incumbcnt
without written authorization by the ¢
consumer is switched to a different (“ncw
the new provider shall cause serwce by the
provider shall bear all costs ass
provider. A new provider wh
also refund to the retail electrici

DL A

service authorized in this
j t to another provider)

shitig the consumer back to the previous
a customer without written aumorlzatlon shall

stomer switch was properly authorized. A
it or deceptive practices shall not be deemed

Commlssmn S rules 80
pendltles :

r revocation of the p10wder s certificate. Ihe following
ns bhdll apply to the written authorization form requesting

all not contain any inducements;
hall be in legible print with clear and plain language confirming
the rates, terms; conditions, and nature of the service to be provided:;
3. The authorization shall not state or suggest that the customer must take action to
relamm the customer’s current electricity supplier;
4. The authorization shall be in the same language as any promotional or inducement
materials provided to the retail electric customer; and
5. No box or container may be used to collect entries for sweepstakes or a contest that,
at the same time, is uscd to collect authorization by a retail electric customer to
change their electricity supplier or to subscribe to other services.
D. Customer-specific information shall not be released without specific prior written
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customer authorization unless the information is requested by a law enforcement or other
public agency, or is rcquested by the Commission or its Staff, or is reasonably required for
legitimate account collection activities, or is necessary to provide safc and reliable scrvice
to the customer.

E. Each Electric Service Provider providing scrvice governed by this Article shall be
responsible for meeting applicable reliability standards and shall work cooperatively with
other companies with whom it has intcrconnections, directly or indirectly, to ensure safe.
reliable electric service. Incumbent and A ftected Utilities shall make reasonable efforts to
notify customers of scheduled outages and also provide notification to the Commission.

F. Each Electric Service Provider shall provide at least 45 days” written notice to all of its
affected consumers of its intent to ceasc providing generauon transmission, distribution,
or ancillary services necessitating that the consumeér:obtain service from another supplicr
of generation, transmission, distribution, or dn(.xlldry serv'ces

G. All Cleetric Service Providers rendering serwce under this-Arficlc shall submit accident
reports, through the Compliance Section,

H. An Electric Service Provider providing
make reasonable efforts 1o reestablish
service interruptions occur and shall worki ¢«
timely restoration of service%}vhere facilities ar

Service Providcr. : {////

Electric Service Providers sha

! servwe agreement. Return of that
= g i tegular billing cycle if dpproprlate
tis in le‘jfEe and the f¢ juest is prowded 15 calendar days prior to the

metering equipn
next regular me

“that bills rendered on its behalf include its
onc numbers for billing, service, and safety inquiries. The
dé the address and toll-free telephone numbers for the Phoenix and
Consumer Scmce becnons of the Aruona Corporatlon C0mm15310n Utllmec;

1y with subsection (A).
elving on mctering information provided by an Affected or
lity:midy request a meter test according to the tariff on file and
approved by thy mission. However, if the meter is found to be in error by more
than three percerit, no meter testing fee will be charged.

2. The Meter Number assigned by the Affected Utility or the Incumbent Utility whose
distribution system serves the customer. shall be used to identify each competitive
point of delivery.

Unless the Commission grants a specific waiver all metered and billing data shall be
translated into consistent, statewide formats, approved by the Director, Utilitics
Division, that shall be used by the Affected Utility or the Incumbent Utility and the
Electric Service Provider.

4. Unless the Commission grants a specific waiver, the standardized data exchange

L
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formats approved by the Director, Utilities Division, shall be used for all data
exchange transactions from the Meter Reading Service Provider to the Electric
Service Provider, Incumbent Utility and Schedule Coordinator. This data will be
transferred via the Inlernet using a secure sockets layer or other secure electronic
media.

5. Minimum metering requirements for competitive customers over 100 kW, or 500,000
kWh annually, should consist of hourly consumption measurement meters or meter
systems. Predictable loads will be permitted to use load profiles to satisfy the
requirements for hourly consumption data. The Load-Serving Entity developing the
load profile shall determine if a load is predictabl

6. Competitive customers with hourly loads of 10
less will be permitted to use Load Profiling 0
consumption data.

7. Metering equipment ownership will be
Incumbent Utility

8. Mamtenance and servmmg:, of ithe mutcrmg equ1

{or 500,600 kWh annually) or
sfy the requirements for hourly

d to the Affected Utility. OR THE

{including Current
Affected Utility or

the Incumbent Utility. E
9. Distribution primary voltage Current Tr{//@f
be owned by the Affecté Utzl;ty or the Int
10. Transmission primary voltage Gl
be owned by the ﬁ\ffccted U_-i i

ized holidays will be used in
__liness“fequirements If a holiday
v will be rcwgnued as the date

- ! all comply with applicable reliability standards and practices
ebldbllbhed by th West/y/ Systems Coordinating Council and the North American Electric
: HCCCSSOT organuduonb

consumers about compctltlon and consumer choices, such as a standardized description of
services. as ordered by the Commission.

M. Billing Elements. Alter the commencement of competition within a service territory
pursuant to R[4-2-1602, all customer bills, including bills for Standard Offer Service
customers within that service territory, will list, at 2 minimum, the following billing cost
elements:

1. Competitive Services:
a. eneration, which shall include generation-related billing and collection;
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b. Competition Transition Charge;
c. Transmission and Ancillary Services.:

2. Non-Competitive Services:

a. Distribution scrvices, including distribution-related billing and collection, required
Ancillary Services and Must-Run Generating Units;

b. System Benefit Charges;

c. Metering Services; and

d. Mcter Reading Services.

3. Regulatory assessments; and

4. Applicable taxes.

5. In cases where the Incumbent or Affected Utility “and the Electric Service Provider
provide separate bills to customers, the Electric Service Provider is not required to list
the billing cost elements for non-competitive services. In cases where the Incumbent
Utility and the Clectric Service Provider provide separate bills to customers, the
[ncumbent or Affected Ulility is n hired to list the, billing cost elements for
competitive services if the customer; ; btaining compet ervices [rom an Electric
Serwcc Provider.

Utility and d.]l
Necessity purs

r example, , commercial, industrial);
saggreoated as follows:, , commercnal/ mdustrla 1 100 to

; Ibnger than fou1 years), and by type of service (101 exampie,

' _thér)

type of I\oncompetltlve Service prowded (using breakdown from Rl 4-2-161 2(0),
7. Value of all assets used to serve Arizona customers and accumulated depreciation;
8. Tabulation of Arizona electric generation plants owned by the Electric Service Provider
broken down by gencration technology. fuel type, and generation capacity;
9. The number and type of customers aggregated and the amount of aggregated load; and
10. Othcer data requested by staff or the Commission.

B. Reporting Schedule
1. For the period through |Date TBD], semi-annual reports shall be filed by April 15
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(covering the previous period of July through December) and October 15 (covering the
previous period of January through Junc). The first such report shall cover the period
[Datc TBD|, through [Date TBD],

2. For the period after [Date TBD], annual reports shall be filed by April 15 (covering the
previous period of January through December). The first such report shall cover the period
[Date TBD], through [Datc TBD].

C. The information listed above may, at the provider’s option, be provided on a confidential
basis. Howevcr, staff or the Commission may issue reports with aggregate statistics based
on confidential information that do not disclose data pertammg to a particular sclicr or
purchasecs by a particular buyer. “

D. Any Electric Service Provider, Affected Utility, or Incumbcnt Utility governed by this
Article which fails to file the above data in a timely manner may be subject to a penalty
imposed by the Commission or may have its Certificate rescinded by the Commission.

E. Any Electric Service Provider holding a Certificate pursuant to this Article shall file a
request in Docket Contro! to discontin itive tariff
after the decision to discontinue offering

F. In addition to the above reporting requit
Incumbent Utilities governed by this Article”
or other forums whose purpos

0t be open to public inspection or made public
Commission or a Commissioner in the course

except on order of the Comui
ofa hearmg or PTUC@edm

order of-thc Commission. Where a conllict exists bctween these
ff or ordér of the Commission, the provisions of the approved

y - develop procedures for resolving disputcs regarding
implementation 1ail electric competition.
E. Prior to [Date TBB], the Director, Utilitics Division, shall implement a Consumer
Education Program as approved by the Commission.

R14-2-1614. Renewable Goal and Standard
Any Load-Scrving Entity selling electricity or aggregating customers for the purpose of
selling electricity under the provisions of this Article must also mect the renewable goal
or standard set in R14-2-#### unless otherwise ordered by the Commission. Incumbent
Utilities would recover the cost to mect the renewable goal or standard set in R14-2-fHi#
in base rates as part of the System Benefits Charges. Electric Service Providers would
also reecive a pro rata share of funds from System Benefit Charges.
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R14-2-1615. Code of Conduct
A. Il'not previously filed, no later than 90 days after adoption of these Rules, each Atfected
or Incumbent Utility which plans to offer Non-competitive Services and which plans to
offer Competitive Services through its competitive clectric alliliate shall propose a Code
of Conduct to prevent anti-competitive activities. Each Affected or Incumbent Utility that

is an electric cooperative, that plans to offer Noncompetitive Services, and that is a

member of any electric cooperative that plans to offer Competitive Scrvices shall also

submit a Code of Conduct to prevent anti-competitive activities. All Codes of Conduct
shall be filed m Docket Control and be subject to Commission approval atter a hearing.
B. The Code of Conduct shall address the following subjects: .

[. Appropriate procedures to prevent cross subsidization between the Incumbent Utility
and any competitive affiliates, including but not hmlted to the maintenance of scparate
books, records, and accounts;

2. Appropriate procedures to ensure that th -=Affectecl or In imbent Utility's competitive
affiliate does not have access to confid _al" utility information that is not also available
to other market participants; '

3. Appropriate guidelines to hmlt

4. Appmprmte guldelmes to,gmem the use 0 l;;
or logo by the Incumbchtor: i

its compctitive afhlldte dny P
are unfairly disadvantaged or

Iné{imbent or Affected Utility and its competitive
omers will receive better service as a result of the

R14-2-1616.Disclosure of Information

A. Each Load-Scrying Entily providing either generation service or Standard Offer Service
shall prepare a consumer information label that scts forth the following information:
1. Price to be charge:_',fbr generation services,
2. Price variability information,
3. Customer service information,
4. Time period to which the reported information applies.
B. Each Load-Serving Entity providing either generation service or Standard Offer Service
shall provide, upon request, the following information (to the extent reasonably known}:
1. Composition of resource portfolio,
2. Fuel mix characteristics of the resource portfolio,
3. FEmissions charactcristics of the resource porttolio.
C. The Director, Utilities Division, shall develop the format and reporting requirements for
the consumer information label to ensure that the information is appropriately and
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accurately reported and to ensure that customers can use the labels for comparisons

among Load-Serving Entities. The format developed by the Director, Utilities Division,

shall be used by cach Load-Serving Entity.

D. Lach Load-Serving Entity shall include the information disclosure label in a prominent
position in all written marketing materials specifically targeted to Arizona, When a Load-
Serving Entity advertises in nonprint media, or in written materials not specifically
largeted to Arizona, the marketing materials shall indicate that the Load-Serving Entity
shall provide the consumer information label to the public upon request.

E. Each Load-Serving Entity shall prepare an annuval disclosure report that aggregates the
resource portfolios of the Load-Serving Entity and its affiliates.

F. Each Load-Serving Entity shall prepare a statemcnt of‘its'terms of service that sets forth
the following information:

1. Actual pricing structure or rate design accordin hich the customer with a load of
lcss than 1 MW will be billed, including.an explanat n-of price variability and price
level adjustments that may causc the to vary;

2. Length and description of the appl ' contract and prowswns and conditions for
early termination by either party; -

3. Due date of bills and consequences of laf; paymc t.

4. Conditions under which a credit agency i )

5. Deposit requirements and

6. Limits on warranties and

7

8

All charges, fees, and pcnai
Information on_consumer ri

information medivm of the Load-serving Entities.

H. Failure to comply with the rules on information disclosurce or dissemination ol inaccurate
information may result in suspension or revocation of certification or other penalties as
determined by the Commission.

I. The Commission shall establish a consumer information advisory pancl to review the
effectivencss of the provisions of this Section and to make recommendations for changes
in the rules.
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DRAFT
ARTICLE 16. RETAIL ELECTRIC COMPETITIONRESTRUCTURING

R14-2-1601. Definitions
In this Article, unless the context otherwise requires:

I. “Affected Utilitics” means-the following public service corporations serving electric
load in Arizona but excluding any with more than half its customers located outside of
Arizona.-providing-elestrieserdee:

Tucson LClectric Power Company, Arizona Public Service Company, Gitizess
UtihittesUNS FElectric Company, Arizona Electric Power Cooperative, Trico Flectric
Cooperative, Duncan Valley Electric Cooperative, Graham County Electric
Coopcrative, Mohave Electric Cooperative, Sulphur Springs Valley Electric
Cooperative, Navopache Electric Coopcrative, Ajo Improvement Company, and
Morenci Water and Electric Company.

2. “Aggregation” means the combination and consolidation of loads of multiple customers
wilhin the same-service area granted to the Flectric Service Provider under the terms of
its Certificatc of Convenience and Necessity.

3. *Aggregator” means an Electric Service Provider that, as part of its business, combines
non-residential retail electric customers into a purchasing group.

4. “Ancillary Services” means thosc scrvices designated as ancillary services in Federal

Energy Regulatory Commission Order 888, including the services necessary to support
the transmission of electricity from resource to load while maintaining reliable
operation of the transmission system in accordance with good utility practice.

3. _“Bundled Service” means electric service provided as a package to the consumer
including all generation, transmission, distribution, ancillary and other services
nceessary to deliver and measure useful electric energy and power to consumers.

56,“Commission” means Arizona Corporation Commission.

&7. “Competition Transition Charge” (CTC) is a means of recovering Stranded Costs.

48, “Competitive Services” means all aspects of retail electric service except those services
specifically defined as “Noncompetitive Services” pursuant to RI14-2-1601(3028) or
noncompctitive services as defined by the Federal Energy Regulatory Commission.

&9, “Consumer FEducation” is the provision of impartial information to consumers about
compelition or Competitive and Noncompetitive Services and is distinct from advertising
and marketing,

10. “Control Area Operator” is the operator of an electric system aor systems, bounded by
interconnection metering and tclemetry, capable of controlling generation to maintain its
interchange schedule with other such systems and contributing to frequency regulation of
the interconncction.

G11. “Community Choice Aggregation (“CCA™) also known as municipal agprepation, 1s a
program that allows Jocal governments to procure power on behalf of their residents,
businesses, and municipal accounts from an altcrnative supplier while still receiving
transmission and distribution service from their Affected or Incumbent utility provider.

:12*Current Transformer” (CT) is an electrical device used in conjunction with an electric
meter to provide a measurenient of cnergy consumption for metering purposes.

+H:13"Delinquent Accounts” means customer accounts with outstanding past-due payment
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abligations that remain unpaid after the due date.

+2:14. Direct Access Service Request” (DASR) means a form that contains all necessary billing
and metering information to allow customers to switch electric service providers, This form
must be submitted to the Affected or Incumbent Utility btilityBistribution-Company by
the customct’s Electric Service Provider.

4%15; ‘Distribution Primary Voltage” is voltage as defined under the Affected Utility’s Federal
Encrgy Regulatory Commission (FERC) Open Access Transmission Tariff, cxcept for
Meter Service Providers, for which Distribution Primary Voltage is voltage at or above 600
volts (600V) Ihmugh and including ’75 kilovolts (25 kV)

transformcrb_ and other devices that are not classified as transnussnon services sub_lcct to
the jurisdiction of the Fedcral Energy Regulatory Commission: Distribution Service
excludes Metering Services, Meter Reading Services, and billing and collection services,
as those terms arc uscd herein.

1317 Electric Service Provider” (ESP) means a company supplying, marketing, or brokering
at retail any Competitive Services pursuant to a Certificate of Convenience and Necessity.

16:18 Electric Service Provider Scrvicc Acquisition Agreement” or “Service Acquisition
Agreement” means a contract between an Flectric Service Provider and an Incumbcent or
Affected Utility Dtility—Distribution—Company to deliver power to retail end users or
between an Electric Service Provider and a Scheduling Coordinator to schedule
transmission service.

19. “Electronic Data Tnterchange” (EDI) is the computer-lo-computer electronic exchange of
business documents using standard formats which are recognized both nationally and

internationally.
F£205Elgible  Customers™ or* Consumers” means all non-residential commereisl—and

industrialconsumers who usc morc than 100kW demand monthly.
%.21.“Generation” means the production of electric power or contract rights to the receipt of
wholesale clectric power.
eﬂs%emefs—e{eekke—pcty—a—ra%&pfem'}um---fer—- ; “Incumbent
Ltlity” means the electric utility cntity regulated by the C0mm1551on__‘L_h_@Lm_cgperate%,
consiructs, and maintains the distribution system for the delivery of powcr to the end user

point of delivery on the distribution system.

20— Independent Scheduling-Administrator-(18A 45 Hy - b
ewaing-organisations-imtendedto-facilitate nondiser 1+m1—adceﬁ—Fetaa4—d++evP&eee%~%1-ﬂa~t{}e
FAnSTRISSHOR-SYSe R H-Arizong:

Z—Independent Svstem-Operator’ (ISO-s-aninc i whese-objective-is
i premde ﬁBHéﬁeﬂmmdww—aﬁ&—epeﬂ—&mhﬂWWw%ﬂmememeemd

—f—l-t—S—]—lHi‘%éi-ﬁ{}(H}— 4 aeee%mee%&h—th&%%&f&%ﬂ&rg&%e@a%&%

2223"Load Profiling™ is a process of est1mat1ng a customcr’s hourly energy consumption

basud on meaburcments of similar cu:;tomers

Ullilty—be%Hbm&eﬁ—@empmy, exe%ng—a#%e&?emee%&éer,—a&ad—k}e&e&-&e&dmg
Service Rrovider:,

2325 Meter Number” is a unigue, permanent. identification number used to identify each
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seryice delivery point.

2426 ‘Meter Reading Service™ means all functions related to the collection and storage of
consumption data.

2527°Meter Reading Scrvice Provider” (MRSP) means an Affected or Incumbent Utility.

means-an-entity-providing Meter Reading-Serviee-as-thatterm - defined herein und that
- . . . - . : __e_%_‘ - I' : ‘;! 3; a'te]= da*a *e efea*e

2628 “Meter Service Provider” (MSP) means an Affected or Incumhcnt Utility. -means-an-entity
providing Metering Serviceras-that-term-is-defined-herein.

2729 Metering and Metering Service” means all functions related to mcasuring clectricity
consumption

m‘imtam distribution syslem reliability and to meet load requirements in times of
congestion on certain portions of the intcrconnected transmission grid.

aTy B ing’-or-MNetBilling” i edbﬂr%ﬂhleh%&w;mef&saﬁ—use-e%eemeﬁ-y—&em

3031 “Noncompetitive Scrvices” means Distribution Service, Standard Offer Service,
transmission, Mefering, Meter Reading Service and any ancillary services deemed to be
non-competitive by the Federal Energy Regulatory Commission, Must-Run Gencrating
Units services, provision of customer demand and energy data by an Affected Utility or
Incumbent Utility Distribution Company to Flectric Service Providers.-and-these-aspeets

ef Metering-Service setforth-in-RI421612(K)-

- SOASIS iy Open-decess-Same-Thme Information Sy 1eh-i i !
mMidwhae%Faﬁa-m}mwe{a%em&fﬁM%—p%ed%e%ﬁemqed pame«%&aebe*ﬁ
via-the-Internet-to-enable partieste :

32. “Operating Reserve™ means the generatlon capablllty above ﬁrm system demand used to
provide for regulation, load forecasting crror, cquipment forced and scheduled outages, and
local arca prolection to provide system reliability.

33. “Provider of Last Resort” (“POLR™) means a provider required to provide service to
any customer in a service area that requests it, even if serving that customer would not be

economically wablc at prevaihng rates. ﬁfeﬁder—ef—SEandard Oi—‘fer—Sewwe—Ee—e&stemei-s

ol e oo v = WO

35.34° Retall Electric Customer” means the person or entity in whose name service is rendered.
36—""Scheduling-Coordinator” means-an-entitythat provides-sehedulesfor power-transactions
WW%M@WM@%&M@@G%@W

SRS AsixensTadependent
Sﬁhedﬁimg—%tﬁﬂfﬂib{f&ef—eﬁﬁd%pﬁ%leﬂt System-Operator

35. Scheduling Coordinator” means an cntitv thal provides schedules for power transactions
over transmission or distribution systems to the party responsible for the operalion and

control of the transmission grid, such as a Control Area Operator.
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3430 Self-Agpregation™ is the action of a retail electric customer that combines its own
metered loads into a single purchase block.
38.37.“Standard Offer Service™ means Bundled Service offered by the Affected Utility or
Incumbent Utility Pistribution-Company- to all indusiratund-sommercial-consumers-cligible
customers 1n the Affected -Utility’s or_Incumbent Utility-Pistribution-Gempansy=s scrvice
territory at regulated rates including metering, meter reading, billing and collection
services, demand side management services including but not limited to time-of-use, and
consumer information services, All components of Standard Offer Service shall be deemed
noncompetitive as long as those components are provided in a bundled fransaction under
R14-2-1606(A).
2938 *“Stranded Cost” includes:
a) The verifiable net difference between:
1. The net original cost of all the prudent jurisdictional assets and obligations
necessary to furmsh electricity (such as generating plants, purchased power
contracts, fuel contracts, and regulalory assets), acquired or entered into prior to

Incumbent Utilities; and
ii. The market value of those assets and obligations dircctly attributable 1o the
introduction of competition under this Article;
b) Reasonable costs necessarily incurred by an Affected or Incumbent Utility to effectuate
divestiture of its generation assets;
¢) Reasonable cmplovee severance and retraining costs necessitated by electric
competition, where not otherwise provided; and
d) Other transition and restructuring costs as approved by the Commission as part of the

46:39, “System. Benefits” means Commission-approved utility low income, demand side
management, Consumer Education, environmental, rencwables, long-term public benefit
research and development, and nuclear fuel disposal and nuclear power plant
decommissioning programs, and other programs that may be approved by the Commission
from time to time.

440, Transmission Primary Voltage™ is voltage above 25 kV as it relates to metering
transformers.

4241 " Transmission Service” refers to the transmission of electricity to retail electric customers
or to electric distribution facilitics and that is so classified by the Federal Lnergy
Regulatory Commission or, to the extent permitted by law, so classified by the Axizena
Corporation-Commission.

4342 “Unbundled Service” means electric service elements provided and priced separately,
including, but not limited to, such service elements as generation, transmission,
distribution, Must Run Generation, metering—meter—reading, billing and collection, and
ancillary services. Unbundled Service may be sold to consumers or to other Electric Service
Providers.

4445 “Universal Nodeldentifier™is a unique, permanent—identificationnuwmberassigned—e

] ce-delivors-poin:
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4644 “Utility Industry Group” (UIG) refers to a-the utility industry association that cstablishes
national standards for data formats.

R14-2-1602. Commencement of Competition
A. An Affected_or Incumbent Utility’s customers will be eligible for competitive electric
services, subject to the phasedn—sehedule—ComapetitiveCompetitive  Transilion
requirements in R14--2-1604, on the date set by Commission Order in each Affected or
Incumbent Utility’s Strandcd (.ost and Unbund]ed Tdrﬂl plouecdmg

is a member shall not be pemutted to otfer Competitive Serwocb n any other Affected or
Incumbent Utility’s service territory until the Commission has ordered the service area of
the potential competitor’s affiliated Affected or Incumbent Utility opened to competition.

R14-2-1603. Certificates of Convenience and Necessity

A. Any Electric Service Provider intending to supply Competitive Services shall obtain a
Certificate of Convenience and Necessity from the Commission pursuant to this Article.
An Affected or incumbent Ulility need not apply for a Certificate of Convenience and
Necessity to continue to provide electric service in its scrvice arca during the transition
period sct forth in R14-2--1604. An Incumbent or Affected Utility -Pistribution-Company
providing Standard Offer Service, or scrvices authorized in R14-2-1615, alter Janueey—1-
2604 Date TBD], need not apply for a Certificate of Convenience and Necessity. All other
Affected Utility affiliates created in compliance with R14-2-1615(A) shall be required to
apply for appropriate Certificates of Convenience and Necessity.

B. Any company desiring such a Certificate of Convenience and Necessity shall e-file with
the-Docket Control Center the required-number-of-cepies-ofan-the application. In support
of the request for a Certificate of Convenience and Necessity, the following information
must be provided:

1. A description of the electric services that the applicant intends to offer;

2. 'The proper name and correct address of the applicant, and

a) The full name of the owner if a sole proprictorship,

b) The full name of each partner if a partnership,

c) A full list of officers and directors if a corporation, or

d) A full list of the members if a limited liability corporation;

3. A tanff for each service to be provided that states the maximum rate and terms and

conditions that will apply to the provision of the service;

4. A description of the applicant’s technical ability to obtain and deliver electricity if

appropriatc and to provide any other proposed services;

5. Documentation of the financial capability of the applicant to provide the proposed
services, including the most recent income statement and balance sheet, the most
recent projected income statement, and other pertinent financial information.
Audited information shall be provided if available;

A description of the torm of ownership (for example, partnership, corporation);

7. Foranapplicant that is an affiliate of an Affected or Incumbent Utility, a statement
of whether the Aftected or Incumbent Utility has complied with the requirements
of R14-2-1616, including the Commission Decision approving the Code of
Conduct, where applicable; and

8. Such other information as the Commission or the staff may request.

=
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The applicant shall report in a timely manner during the application process any changes
in the information initially reported to the Commission in the application for a Certificate
of Convenience and Necessity.

The applicant shall provide public notice of the application as required by the Commission.

- At the time of filing for a Certificate of Convenience and Necessity, each applicant shall

nolll\« the Affected Utllmeq or; Incumbent Utlllty Distribution-Companics,-or-at-clectrie

eration-Commission-in whose
Serwce temtorleq it w1shes to offer service ef—the—&pphe&&enrbv plowdmg 4 copy of the

eleetric-utility not subject-to-tl : No

later than 10 days after application is ﬁled, each appllcant shall prowde written notice to
the Commission, through Docket Control, that it has provided notification 1o each of the
respective Alfecled Un]ltles oL IIICULH_Q@QL__UtIhtV Dlﬁ.mbuﬂenﬁemﬁaﬁwQ—er—aaa—e}eeme
utihity-not-—s .. The
attachment to the CC&N apphcatlon should include a listing of the names and addresscs
of the notlfied Affected Utllmes 015 Im,umbent Ltlhty Dﬁ%ﬂbuﬂe»ﬁ—eempame%_--er---&n

The Commission may issue a Certlf cate of Convemence and Necessity that is effectlve
for a specified period of time if the applicant has limited or no experience in providing the
rctail electric service that is being requested. An applicant receiving such approval shall
have the responsibility to apply for appropriate extensions.

The Commission may deny certification to any applicant who:

1. Docs not provide the information required by this Article;

2. Does not possess adequate tcchnical or financial capabilities to provide the proposed
services;

3. Seeks certification as a Load-Scrving Entity and does not have an Electric Service
Provider Service Acquisition Agreement with an_Incumbent -Utility—Biswibution
Cempany and Scheduling Coordinator, if the applicant is not its own Scheduling
Coordinator;

4. Fails to provide a performance bond, if required;

Fails to demonstrate that its certification will serve the public inlerest;

0. Seeks certification as a Load-Serving Entity and fails to submit an executed Service
Acquisition Agrecement with an Incumbent or Alfecied -Utility-Distribution Company
or a Scheduling Coordinator for approval by the Director, Utilitics Division, prior lo
the offering of service to potential customers. Agreements are to be filed with the
Compliance Section, Utilities Division.,

A Request for approval of an executed Service Acquisition Agreement may be included
with an application for a Certificate of Convenience and Necessily. In all negotiations
relative 1o Service Acquisition Agreements, Affected_or Tncumbent Utilities or their
successor entities arc required to negotiate in good [aith.

Cvery Electric Service Provider obtaining a Certificate of Convenience and Necessity

under this Article shall obtain certification subject to the following conditions:

|. The Electric Service Provider shall comply with all Commission rules, orders, and
other requirements relevant to the provision of electric service;

2. The Electric Service Provider shall maintain accounts and records as required by the
Commuission;

N
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3. The Electric Service Provider shall {ile with the Director, Utilities Division, through
the Compliance Section, all financial and other reports that the Commission may
require and in a form and at such times as the Commission may designate;

4. The Clectric Service Provider shall maintain on file with thc Commission all current
tariffs and any service standards that the Commission shall require;

5. The Electric Service Provider shall cooperate with any Commission investigation of
customer complaints;

6. The Flectric Service Provider shall obtain all necessary permits and licenses,
including relevant tax licenses;

7. The Electric Service Provider shall comply with all dis—closure requirements pursuant
to R14-2-1617;

8. Failure to comply with any of the above conditions may result in rescission of the
Electric Service Provider’s Certificate of Convenience and Necessity.

J. In appropriatc circumstances, the Commission may require, as a precondition to
certification, the procurement of a performance bond sufficicnt to cover any advances or
deposits the applicant may collect from its customers, or order that such advances or
deposits be held in escrow or trust.

K. Time-frames for processing applications for Certificates of Convenience and Necessity

1. This rule prescribes time-{rames for the processing of any application for a Certificate

of Convenience and Necessity issued by the Arizona Corporation Commission

pursuant {o this Article. These time-frames shall apply to applications filed on or after
the effective date of this rule.

Within 120 calendar days after receipt of an application for a new Certificate of

Convemence and Necessity, or to amend or change the status of any existing

Certificate of Convenience and Necessity, staff shall notify the applicant, in writing,

that the application is cither administratively complete or deficient. If the application

is deficient, the notice shall specifv all deficiencies.

Staff may terminale an application if the applicant does not remedy all deficiencies

within 60 calendar days of the notice of deficiency.

4. Aller receipt of a corrected application, staff shall notify the applicant within 90
calendar days if the corrected application is either administratively complete or
deficient. The time-frame for administrative compieteness review shall be suspended
from the time the notice of deficiency is issued until staff determines that the
application 1s complete.

5. Within 180 calendar days after an application 1s deemed administratively complete,
the Commission shall approve or reject the application,

6. For purposes of A.R.S. § 41-1072. et seq., the Commission has established the
tollowing time-frames:

a. Administrative completeness review time-frame: 120 calendar days;
b. Substantive review time-trame: 180 calendar days;
¢. Overall time-frame: 300 calendar days.

7. I an applicant requests, and {s granted, an extension or continuance, the appropriate
time-frames shall be tolled from the date of the request during the duration of the
extension or continuance.

8. During the substantlive review time-frame, the Commission may, upon its own motion
or that of any interested party to the procceding, request a suspension of the lime-

o]
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frame rules,

R14-2-1604. Competitive Phases_Transition

A. At the date ec;tah]ished under R14-2- 1602(A’) each Affected_or Incumbcnt Utility shall
for competitive generation supply on a first-come, (i rst -served ba51s as further dencn’oed
in this rule. First-come, first-served, for the purpose of this rule, shall be determined for
nenresidential-customers by the date and time of an Electric Service Provider’s filing of a
Direct Access Service Request with the Affected Utility or an Incumbent Utility

Distribution-Cempany. The effective date of the Direct Access Service Request must be
within 60 days of the filing date of the Direct Access Qervnce Request R«-méemaal

bpeefﬁed—m—salesee&eﬁf]})@}

1. All Affected or Incumbent Utility customers with single-premisenon-residential non-
coincident peak demand load ef-greater than MW 100 kW-ersreater will be cligible
for eompeume eleetnc services upon the commencement of competltlon Custemer%

thef%ffe&ed—@ﬁhﬁ—s—wgéﬁetemﬁeakéermewed—bﬁeee;@m

2. Any—elass—of-custemerA CCA or Eleciric Service Provider may aggregate into a
minimum combined load of | MW or greater within an Affected or Incumbent Utility’s

scrvice terrilory and be ehglble for competltlve electrlc services. Ffem—the

vvo

&ggfega&eﬂ—ef—new—eempeti&»e CHSEOMErS W Lll—beallewed—mml—%eh—ﬁmeaq—a{—least

3. Affected or Incumbent Utllltles shall notlfy customer% ellglble unde1 this subqectlon of
the terms of the subscction no later than 60 days prior to the start of competition within
its service territory.

4, Effcctive |Datc TBD | Fanuary1--2004, all eligible Affected or Incumbent Utility non-
residential customers irrespective—of-size-will be-eligiblequalify for Aggregation and

Seli-Aggregation. Aggregation and Self-Aggregation customers purchasing their
electricity and related scrvices at any time after the effective date of these rules must do
S0 from a certlﬁcated Electrlc Provider as provlded forin these rules.

= 20 - des

H&Bﬁﬁuﬂfpereem&geef—fesﬂeﬂﬁﬂ}cus%emers Wl{h BEEESS ie-eempetmveeleemc—%%eeq
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b—qeleeﬂeﬂ—aﬂd—tﬁaelﬂﬂgﬁﬁeehafﬂﬁﬁ—ker—emﬁefs—baﬁed O&ﬁf%%eme—iks%-seweé
%@S%iﬁﬁ&&ﬁ%ﬁ&pfﬁwmﬂd—medue&}eﬂ—%d%fﬁ&&ﬁeﬁﬁeﬁe%be

d——I:Gﬂd-PfG-ﬁ-Hﬂg—Eﬂe%hedﬂl—e«g—}L&Bd actual-load profiless-ifavaiablerand
e—Method forcaloulationofreserveddond
5. Afterthecorpnencement-of ' : 2

-competibon-under RIH4-2-1602-cach-Affected Utility shall
WM&WWM{%%WM

B.B. All eligible customers shall be eligible-gble to obtain competitive electric services
no later than [Date TBD] January 42004
EC. Retail consumers served under existing contracts are eligible to participate in the

competitive market prior to cxpiration of the existing contract only if the Affected _or
Incumbent Utility and the consumer agree that the retail consumer may participate in the
competitive market.
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E=D.Schedule Modifications for Cooperatives

1. An electric cooperalive may request that the Commission modify the schedule
described in subsections (A) through (E) so as to preserve the tax-exempt status of the
coopcerative or 10 allow time to modity contractual arrangements pertaining to delivery
of power supplies and associatcd loans.

2. As part of the request, the cooperative shall propose methods to enhance consumer
choice among generation resources.

3. The Commission shall consider whether the benefits of modifying the schedule exceed
the costs of modifying the schedule.

R14-2-1605. Competitive Services

Exeept—a%—pmwéed—lﬂ—R}%Jé{-e}—Lompcmnc Services_as defined in 2-1601(8) shall
require a Certificate of Convenience and Necessity and a tariff as described in R14-2-1603. A
properly certificated Elcctric Service Provider may offer Competitive Services under bilateral
or multilateral contracts with retail consumers.

R14-2-1606. Services Required to be Made Available
A. Onthe date its service area is open to competition under R14- 2-1602, each Affected Utility
or Incumbent Utilin Bibﬁ‘-l—b&ﬁeﬂ Cemp&mr shall make '1vailable Standard Offcr Service

Standard Offer Service and Noncompentl\«e SCI’VICL,S shall be prowded by U-a-l&y
Pistribution-Cempanies-Incumbent or Affected Utilities who shall also act as Providers of
Last Resort

Affected Utility -D-J-Srtﬂbuﬁeﬂ—éempaf& for Standard Olfer Selvu.e shall be acquired from

the competitive market through prudent, arm’s length transactions, and with at least 50%

percent through a competitive bid process.

C. Standard Offer Tanffs

By [Datc TBD], July-1109% or pursuant to Commission QOrder, whichever occurs
first, each Affected or Incumbent Utility shall [ile proposed tariffs to provide Standard
Offer Service. Such rates shall not become effective until approved by the
Commission An} rate increabc proposed by an Affected L'tilit} or. Incumbent Utilin

ratc case prou:cdmg
2. Standard Offer Service tariffs shall include the following elements, each of which
shall be clearly unbundled and identified in the filed tariffs:
a. Competitive Services:
1. Generation, which shall include all transaction costs and line losses;
1. Competition 1ransition Charge, which shall include recovery of generation
related regulatory asscts;
i, Qeneration-related billing and collection;
1v.  Transmission Services; and

¥yl Optional Ancillary Services, which shall include spinning reserve service,
supplemental reserve, regulation and frequency response service, and
energy imbalance service

b. Non-Competitive Services:
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L.__ Distribulion services;
il,  Metering Services;
w11, Meter Reading Services:
itiv. __Required Ancillary scrvices, which shall include scheduling, system control
and dispatch service, and reactive supply and voltage control from
generation sources service;
sy, Must-Run Generating Units;
vl System Benefit Charges; and
s=yil. _ Distribution-related billing and collection.

3. Affected and [Incumbent Ultilities and LiilityDistribation Cempanies—may file
proposcd rcvisions to such rates with the Commission through Docket Control. Any
rate increase proposed by an Affected Utility or [ncumbent Utility Distribution

Gempany lor Standard Offer Service must be fully justified through a rate case
proceeding, which may be cxpedited al the discretion of the Utilities Division
Director.

4. Such rates shall reflect the costs of providing the service.

Consumers receiving Standard Offer Service arc cligible for potential fulure rate

reductions as authorized by the Commission.

6. After [Date TBD)], January-2-2004tariffs for Standard Offer Service shall not include
any special discounts or contracts with terms, or any tariff that prevents the customer

from accessing a compctitive option, other than time-of-use rates, interruptible rates,
or self-generation deferral rates.

L

D. By the effective date of these rules, or pursuant to Commission Order, whichever occurs
first, cach Affected Utility or Incumbent Utility Bistribution -Gompany shall file an
Unbundled Service tariff that shail include a Noncompetitive Services tariff, The
Unbundled Service tariff shall calculate the items listed in R14-2-1606(C)(2)(b} on the
same basis as those items arc calculated in the Standard Offer Service tariff.

E. To manage its risks, an Affected_or Incumbent Ultility or Electric Scrvice Provider may
include in its tarifls deposit requirements and advance payment requirements for
Unbundled Qervi ces.

energy delivered to their dlstrlbullon 5y5tcmb by other Load Servmg Entities and offer
distribution and distribution-related ancillary services comparabic to services they provide
to themselves at their Noncompetitive Services tariffed rates.

G. Customer Data

1. Upon writlen authorization by the customer, a Load-Serving Entity shall release in a
timely and useful manner that customer’s billing data, including consumption,
demand, and power factor (if available), for the most recent 12-month period to a
customer-specified properly certificated Electric Service Provider.
The Electric Service Provider requesting such customer data shall provide an
accurale account number for the customer.

]

b%ume&seﬂablymthheid—
43 Yttty DPistribution CompaniesAn Incumbent or Affected Utility shall be-allewed
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customers sa,rvcd by the Utility Dlstrlbutlon Company’s distribution system.

H. Rates for Unbundled Scrvices

1. The Commission shall review and approve rates for Competitive Scrvices and
Noncompetitive Scrvices subject to Commission jurisdiction, before such
services can be offered.
Such rates shall reflect the costs of providing the services.
Such rates may be downwardly flexible if approved by the Commission.
Electric berwce Providers offering Competitive Services under this R14-2-1606 shall
provide adequate supporting documcntation for their proposed rates. Where rates are
approved by another jurisdiction, such as the Federal Energy Regulatorv Commission,
those rates shall be provided as part of the supporting documentation.

b) -3

R14-2-1607. Recovery of Stranded Cost of Affected Utilities

A.

B.

C.

The Affected Utilities shall take every rcasonable, cost-effective measure to mitigate or
offsct Stranded Cost by reducing costs, expanding wholesale or retail markets, or offering
a wider scope of permitted regulated utility services for profit, among othets.
The Commission shall allow a reasonable opportunity for rccovery of unmitigated
Stranded Cost by Ultilities.
The Affected or Incumbent Btiittes-Utility shall file estimaltes of unmitigated Stranded
Cost on or before [Date TBD], July-1,-1999;-0r pursuant to Commission Order, whichever
occurs first. Such estimates shall be fully supported by analyses and by records of market
fransactions undertaken by willing buyers and willing sellers.
An Affected or Incumbent Utility shall request Commission approval, on or before [Date
1BD], daly-1—1999or pursuant to Commission Order, whichever occurs first, of
distribution charges or other means of recovering unmitigated Stranded Cost. The filing
may include a discounted stranded cost exit methodology that a consumer may choose to
use to determine an amount due the Affected or Incumbent Utility in lieu of making
monthly distribution charge or other payments.
The Commission shall, after hearing and consideration of analyses and recommendations
presented by the Affected or Incumbent Utilities, staff, and intervenors, determine for each
Affected or Incumbent Utility the magnitude of Stranded Cost, and appropriate Stranded
Cost recovery mechanisms and charges. In making its determination of mechanisms and
charges, the Commission shall consider at least the following factors:
1. The impact of Stranded Cost recovery on the effectiveness of competition;
2. The impact of Stranded Cost recovery on customers of the Affected or Incumbent
Utilitv who do not participate in the compctitive markel
obhgatlons
4. Thc impact of Stranded Cost recovery on prices paid by consumers who participate
in the competitive market;

5. The degree to which the Affected or Incumbent Utility has mitigated or offset
Stranded Cost;

6. The degree to which somc assets have values in excess of their book values;
7. Appropriate treatment of negative Stranded Cost;
8. 'The time period over which such Stranded Cost charges may be recovered. The

Commission shall limit the application of such charges to a specified time period;
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9. The applicability of Stranded Cost to interruptible customers.

F. A Competition Transition Charge (CTC) may be assessed on all retail customers based
on the amount of generation purchased from any supplier. Any reduction in electricity
purchases from an Affected or Incumbent Utility resulting from seif-generation, demand
stde management, or other demand reduction attributable (o any cause other than the retail
access provisions of this Article shall not be used to calculate or recover any Stranded
Cost from a consumer,

G. Stranded Cost shall be recovered from customer classes in a manner consistent with the
specific company’s current rate treatment of the stranded asset, in order to effect a
recovery of Stranded Cost that is in substantially the same proportion as the recovery of
similar costs from customers or customer classes under current rates. In no event shall the
Competition Transition Charge be utilized as a mechanism for double recovery of
Stranded Cost from Standard Offer Service customers.

H. The Commission may consider securitization as a financing method for recovery of
Stranded Cost of the Atlected Utility if the Commission finds that such method of
financing will result in a lower cost alternative to customers.

I. The Commission may, after notice and hearing, order regular revisions to cstimates of the
magnitude of Stranded Cost.

R14-2-1608. System Benefits Charges

A. Fach Affected Utility or Incumbent Utility DistributionCempany shall file for
Commission review non-bypassable rates or related mechanisms to recover the applicable
pro-rata costs of System Benefits from all consumers located in the Affected Utility’s or
Incumbent Utility_ Distribution Company’s service area. Atlected Utilities or Incumbent
Utilities —ikityDistribution-Companies—shall file for review of the Systems Benefits
Charge at least every three yecars. The amount collected annually through the System
Benefits charge shall be sufficient to fund the Affected Utilitics™ or Incumbent Ulilities
Utility Distribution-Gempanies~Commission-approved System Benefits. Filings shall be
made with the Commission through Docket Control.

B. Each Affected Utility or Incumbent Utility Pistributien-Compaay shall provide adequate
supporting documentation for its proposed rates for System Benefits.

C. An Affected Utility or Incumbent Utility Bistetbution Company shall recover the costs of
System Benefits only upon hearing and approval by thc Commission of the recovery
charge and mechanism. The Commission may combine its review of System Benefits
charges with its review of filings pursuant to R14-2-1606,

R14-2-1609. Transmission and Distribution Access

A. The Alfected Utilities shall provide nondiscriminatory open access 1o transmission and
distribution facilitics to serve all non-residential customers. No preference or priority shall
be given (o any distribution customer hased on whether the customer is purchasing power
under the Affected Utility’s Standard Offer or in the competitive market. Any transmission
capacity that is reserved for use by the retail customers of the Affected Utility’s Incumbent

Ltility-Distribution—Gompany shall be allocated among Standard Offer customers and
competitive market customers on a pro-rata basis,

B. Gulity-Distribution-CompaniesIncumbent Utilities shall retain the obligation to assure that

adequate transmission import capability is available to meet the load requirements of all

distribution customers within their service areas. Htility-Bistribution-CompaniesIncumbent
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Utilities shall retain the obligation to assurc that adequate distribution system capacity is

available to meet the load requirements of all distribution customers within their service

areas.
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Provisions¢ 5
R14-2-16101. Rates

A—Market-detepmined rates for-Ceomy
deamed-to-be-just-andreasonable.

B:A.  Fach Electric Service Provider selling services under this Article shall have on file
with the Commission tariffs describing such services, minimum, current and maximum
rates for those services, but the services may not be provided until the Commission has
approved the tariffs.

€8, _ Prior to [Date TBD], January3:-2004-compcetitively negotiated contracts governed
by this Articlc customized to individual customers which comply with approved tariffs
do not require further Commission approval. However, all such contracts whose term is
on¢ year or more and for service of 1 MW or more must be filed with the Direclor,
Utilities Division, through the Compliance Section, as soon as practicable. If a contract
does not comply with the provisions of the Load Scrving Enlity’s approved tariffs, it
shall not become effective without a Commission order. The provisions of such contracts
shall be kept confidential by the Commission.

B Contracts cntered into on or after | Date TBD)], January15-2001-which comply with
approved tariffs need not be filed with the Director, Utilitics Division. If a contract does
not comply with the provisions of the Load Serving Entity’s approved tariffs, it shall not
become effective without a Commission ordcr.

21601 shall-be

E.D. ___AnElectric Service Provider holding a Certificate pursuant to this Article may price
its Competitive Services, at or below the maximum rates specified in its filed tariff,
provided that the price is not less than the marginal cost of providing the scrvice.

EL. ___Requests for changes in maximum rates or changes in terms and conditions of
previously approved tariffs may be filed with the Commission through Docket Control.
Such changes shall beconie effective only upon Commission approval.

R14-2-16112. Service Quality, Consumer Pratection, Safety, and Billing
Requirements
A. Lxcept as indicated elsewhere in this Article and in reference 10 residential service, R14-
2-201 through R14-2-212, melusive, are adopted in this Articlc by reference. However,
where the term “utility” is used in R14-2-201 through R14-2-212, the term “utility” shall
pertain 10 Electric Service Providers providing the services described in cach subsection
of R14-2-201 through R14-2-212. R14-2- 203(E) and R14-2-212(H) shall pertain only to
Utility Distribution Companies.
B. The following shall not apply to this Article:
1. R14-2-202 in its entircty,
2. R14-2-206 in its entirety.
3. R14-2-207 in its entirety,
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4. R14-2-212 (F)(1),
5. R14-2-213,
6. R14-2-208(E} and (F).

C. No consumer shall be deemed to have changed providers of any service authorized in this
Article (Including changes from the Affected or Incumbent Utility to another provider)
without written authorization by the consumer for service from the new provider. If a
consumer is switched to a different (“new™) provider without such written authorization,
the new provider shall cause service by the previous provider to be resumed and the new
provider shall bear all costs associated with switching the consumer back 1o the previous
provider. A new provider who switches a customer without written authorization shall
also refund to the retail electricity customer the entirc amount of the customer’s electricity
charges attributable to the electric generation service from the new provider for three
months, or the period of the unauthorized scrvice, whichever is more. An Incumbent or
Affceted Ulility Distribution—Company may request the Cormmission’s Consumer
Services Section to review or audit writlen authorizations to assure a customer switch was
properly authorized. A written authorization that is obtained by deccit or deceptive
practices shall not be deemed a valid written authorization. Electric Service Providers
shall submit reports within 30 days of the end of cach calendar quarter to the Commission,
through the Compliance Section, Utilities Division, itemizing the direct complaints filed
by customers who have had thcir Elcctric Service Providers changed without their
authorization. Violations of the Commission’s rules concerning unauthorized changes of
providers may result in penalties, or suspension or revocation of the provider’s certificate.
The following requirements and restrictions shall apply to the written authorization form
requesting electric service from the new provider:

I. The authorization shall not contain any inducements;

2. 'T'he authorization shall be in legible print with clear and plain language confirming
the rates, terms, conditions, and naturc of the service to be provided;

3. The authorization shall not state or suggest that the customer must take action to
retain the customer’s current electricily supplier;

4. The authorization shall be in the same language as any promotional or induccment
matcrials provided to the retail electric customer; and

5. No box or container may be used to collect cntrics for sweepstakes or a contest that,
at the same time, is used to collect authorization by a retail electric customer to

hange their clectricity supphel or {o bubbtrlbe to other serwces

ﬂetlce—te—th&pFMerer—

kD, Customer-specific information shall not be released without specific prior written
customer authorization unless the information is requested by a law enforcement or other
public agency. or 1s requested by the Commission or its Staff, or is reasonably required for
legitimate account collection activitics, or is necessary to provide safe and reliable service
to the customer.

¥},  Each Electric Service Provider providing service governed by this Article shall
be responsible for meeting applicable reliability standards and shall work cooperatively
with other companies with Whom 1t has 1nterconnect10m directly or indirectly, to ensurc
safe, reliable clectric service. &4 aatesIncumbent and Affected
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Ltilities shall make reasonable efforts to notify customers of scheduled outages and also
provide notification to the Commission.

F. Each Electric Service Provider shall provide at least 45 days® written notice to all
of its affected consumers of its intent (o cease providing generation, transmission,
distribution, or ancillary services necessitating that the consumer obtain service [fom
another supplier of generation, transmission, distribution, or ancillary services.

HG. All Clectric Service Providers rendering scrvice under this Article shall submit
accident reports, through the Compliance Section, as required in R14-2-101.

EH, An Electric Service Provider providing firm electric service governed by this
Article shall make reasonable efforts to reestablish service within the shortest possible time
when service interruptions occur and shall work coopceratively with other companies to
ensure timely restoration of service where facilities are not under the control of the Electric
Service Provider.

+L. Elcctric Service Providers shall give at least five days’ notice to their customcr of
scheduled return to Standard Ofter Service. Electric Service Providers shall provide 153
calendar days’ notice prior to the next scheduled mecter rcad date to the appropriate
Incumbent Utility Bistribution—Ceompany regarding the intent to terminate a service
agreement. Return of that customer to Standard Offer Service will be at the next regular
billing cycle if appropriate metering equipment is in place and the request is provided 15
calendar days prior to the next regular meter read date. Responsibility for charges incurred
between the notice and the next scheduled read date shall rest with the Electric Service
Provider.

LN ] Each Electric Service Provider shall cnsure that bills rendered on its behalf include
its address and the toll-free telephone numbers for hilling, service, and safety inquiries. The
bill must aise include the address and toll-free tclephone numbers for the Phoenix and
Tucson Consumer Service Sections of the Arizona Corporation Commission Utlities
Division. Each Electric Service Provider shall ensure that billing and collections services
rendered on its behalf comply with subsection (A).

Z1. Any person or entity relying on metering information provided by an Eleetrie Service
BreviderAffected or Incumbent Utility may request a meter test according to the
tariff on file and approved by the Commission. However, if the meter is found to be
in crror by more than 3three %;-percent, no meter testing fee will be charged.

2. Bach-The Meter Number assigned by the Affected Utility or the Incumbent Utility
whose disiribution svstem_gerves the customer. shall be used to identifv cach
competitive point of clclncry sh&H—be—w&eM&wer&al—Nede—Idemrﬁefby—the
Affected Btility-or
serves the-custemer

:3. Unless the Commission grants a specific walver all sempetitive-metered and billing
data shall be translated into consistent, statewide formats, approved by the Direcior,
Utilities Division, that shall be used by the Affected Utility or the Incumbent Utility
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Distribution-Cempany and the Electric Service Provider.

54, Unless the Commission grants a specific waiver, the standardized data exchange
formats approved by the Director, Utilities Division, shall be used for all data
exchange transactions from the Meter Reading Scrvice Provider to the Electric
Service Provider,__Incumbent Utility—Distribution—Company; and Schedule
Coordinator. This data will be transferred via the Internet using a secure sockets layer
or othcr secure electronic media

9_%00 000 kWh annually, bhould consist of hourly consumption measurement meters
or meter systems. Predictable loads will be permitted to use load profiles to satisfy
the requirements for hourly consumption data. The T.oad-Serving Entity developing
the load profile shall determing if a load is predictable.

Z6. Competitive customers with hourly loads of 10026 kW (or 300,000 kWh annually)
or less will be permitted to use Load Proﬁllng to satisfy the requlremente for hourly

the Incumbenl Utlllty&&ﬂbﬂ&eﬁﬂé@mpanyuand—theﬂe&ﬂe&%e%m&éef

10.9. Distribution primary voltage Current Transformers and Potential Transformers
may bc owned by the Affected Utility.— or the Incumbent Utility Distiibution
o

He10, Transmission pnmarv Voltage Current Transformt'ls and Potential ‘L'ransformers
may be owned by the Affected Utility Oor_the Incumbent -Utility. Distribution
Company only:

+2:11. North American Electric Reliability Council-recognized holidays will be used in
calculating “working days” for mcter data timeliness requirements. If a holiday
officially occurs on a Saturday, the preceding Friday will be recognized as the dale
ot the holiday. If a holiday officially occurs on a Sunday, the following Monday will
be recognized as the date of the holiday.

+3:12. The Director, Ulilities Division, shall approve operating procedures to be used by
the Hthity Disteibution-Companies-and- the-Meter Service Providers for performing
work on prizaary-metered customers.

+4:13._The Director, Utilities Division, shall approve operating procedures to be used by
the Meter Reading Service Provider for validating, editing, and estimating metcring
data.

13:14. The Director, Utilities Division shall approve performance metering
specifications and standards to be used by all entities performing metering.

M:K. __ Flectric Service Providers shall comply with applicable reliability standards and
practices established by the Westem Systems Coordinating Council and the North
American Electric Reliability Council or successor organizations,

ML, Electric Service Providers shall provide notification and informational malerials to
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consumers about competition and consumer choices, such as a standardized description of

services, as ordered by the Commission.

.M. Biiling Flements. After the commencement of compctition within a scrvice
territory pursuant to R14-2-1602, all customer bills, including bills for Standard Offer
Service customers within that scrviee territory, will list, at a minimum, the following
billing cost elements:

1. Competitive Services:

a. Generation, which shall include generation-related billing and collection;
b. Competition Transition Charge;

c. Transmission and Ancillary Services.;

e—Meter Reading Services.

2. Non-Competitive Services: .

a. Distribution services, including distribution-related billing and collection, required
Ancillary Services and Must-Run Generating Units; aad

b. _System Benefit Charges;

c.  Metering Services; and

b-d.Meter Reading Scrviecs.

3. Regulatory assessments; and

4. Applicable taxes.

5. In cases where the Incumbent or Affected Utility Distribution-Company and the Electric
Service Provider provide separate bills to customers, the Electric Service Provider is
not required to list the billing cost elements for non-competitive services. In cases where
the Incumbent or Affected Utility Pistributien—Cempany and the Electric Service
Provider previde scparate bills to customers, the_Incumbent or Affected Utility
Distribution-Company is not required to list the billing cost elements for competitive
services 1f the customer is obtaining competitive services from an Llectric Service
Provider.

E:N._The operating procedures approved by the Director, Utilities Division, will be used for
Direct Access Scrvice Requests as well as other billing and collection transactions.

| R14-2-16123. Reporting Requirements
A. Reports covering the following items, as applicable, shall be submitled to the Director,
’ Urilines Division, through the Compliance Section, by Affected Utilities or Incumbent
Utility Pistribution-Compantes-and all Electric Service Providers granted a Certificate of
Convenience and Necessity pursuant to this Article. These reports shall include the
following information pertaining 1o competitive service offerings, Unbundled Services,
and Standard Offer scrvices in Arizona:

1. Type of services offered;

2. kW and kWh salcs to consumers, disaggregated by customer class (for example,
residential, commercial, industrial);

3. Revenues [rom sales by customer class (for example, residential, commercial,
industrial);

4. Number of retail customers disaggregated as follows:-residential, cornmercial/industrial
uader21-eW, commercial/ industrial 1002+ to 999-400 kW, commercial/industrial 401
kW to 1000 kW, 1001 kW or more, agricultural (if not included in commercial), and
other;
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5. Retail kWh sales and revenucs disaggregated by term of the contract (Iess than one

year, one to four years, longer than four years), and by type of scrvice (for cxample,
firm, interruptible, other);

6. Amount of revenues from each type of Competitive Service and, if applicable, each

type of Noncompetitive Service provided (using breakdown from R14-2-1612(0);

7. Value of all assets used to serve Arizona customers and accumulated depreciation;
8. Tabulation of Arizona electric generation plants owned by the Electric Service Provider

broken down by generation technology, fuel lype, and generation capacity;

9. The number and type of customers aggregated and the amount of aggregated load; and

10. Other data requested by staff or (he Commission,

Repor‘ring %e 1edule
filed by April 15 (eovermg thle“}-ne\«wub period of July through December) and October
15 (Loverino the previouq period of January through Junc). The first such report shall

For the period after [Date TBD]. Deeemben%—l—%@@%—annual reports 5hall be filed by
April 15 (covering the previous period of January through December). The first such
report shall cover the period [Datc I'BD|, Januwars—tthrough [Date TBD].December31;
26064

The information listcd above may, at the provider’s option, be provided on a confidential
basis. However, staff or the Commission may issuc reports with aggregate stalistics based
on confidential information that do not disclose data pertaining to a particular seller or
purchases by a particular buycr,

Any Elcctric Service Provider, Affected Utility, or Incumbent Utility Bistribution
Company governed by this Article which fails to file the above data in a timely manner
may be subject to a penalty imposed by the Commission or may have its Certificate
rescinded by the Commission.

Any Clectric Service Provider holding a Certificate pursuant to this Article shall file a
request in Docket Control to discontinue any competitive tariff as soon as practicable
after the decision to discontinue offcring scrvice is made.

In addition to the above reporting requirements, Electric Service Providers, Affected and
Incumbent Utiliticss-_and-Ytility Distribution-Companies-governed by this Article shall
participate in Commission workshops or other forums whose purpose is 1o evaluate
compctition or assess market issues,

R14-2-16134. Administrative Requirements

A,

B.

C.

Any Electric Service Provider certificated under this Article may file with the
Commission, through Docket Control, proposed additional tariffs for Competitive Services
at any tume which include a description of the service, maximum rates, terms, and
conditions.

Contracts filed pursuant to this Article shall not be open to public inspection or made public
except on order of the Commission, or by the Commission or a Commissioner in the course
of a hearing or proceeding.

The Commission may consider variations or exemptions from the terms or requircments
of any of the rules in this Article upon the application of an affected party. The application
must set forth the reasons why the public intcrest will be served by the variation or
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exemption from the Commission rules and regulations. Any variation or exemption
grantcd shall require an order of the Commission. Where a conflict cxists between these
rules and an approved tariff or order of the Commission, the provisions of the approved
tariff or order of the Commission shall apply.

D. The Commission may develop procedures for resolving disputes regarding
implementation of retail electric competition.

E. Prior to [Date BD|, Oeteber-1,1899,the Director, Utilities Division, shall implement a
Consumer Edueation Program as approved by the Commission.

R14-2-16145. Renewable Goal and Standard-Separation-of Monoepohv-and-Competitive

A. _Anv Load-Serving Entity selling electricity or aggregating customers for the purpose of
selling electricity under the provisions of this Article must also meet the renewable goal
or standard set in R14-2-#### unless otherwise ordecred by the Commission. Incumbent
Utilities would recover the (,0 st to meet the renew able gnal ot etandard setin R14 2 HH

also reccive a pro rata share of funds from System Beneﬁt {hargcs,

Ar -All-competitive-generationassetsund-competitive services shall-be-separated fronran
Adlected Uhlitv-prior to Janvory 2000 —Such-separation shatl-eithorbeto-an unaffilioted
paf%ef—te%ep&e&eeem&m%a%}&te -9 aiﬁha{e« #&ﬂ—f%ﬁfeeteé—wtﬂ-m—eheeeea—te

transter-its-competi ¢ eempemwe e4ee‘ﬂ=re
%ﬁhmehmmﬁer—ah&}}—be -at & %a%u&elﬁeaw&ed—bﬁ%he- o .
reasonable:

B—Begmmﬂg—.laﬁtmv—l—m-

euﬁtemers ;

p%ﬁ—ﬁé&ﬁb-@i&%ﬂbﬂﬂ@ﬂ{:@ap&dﬂ*@—h—ﬂe{—u&k&e& to-the provisions-of RI4-2-1615unless
wotfers-competitive-electrie-services-owtside-of fsdistribution-service teritors

R14-2-16165. Code of Conduct
A. If not previously filed, no later than 90 days after adoption of these Rules. each Affected
or Incumbent Utility which plans to offer Non-competitive Services and which plans to
offer Competitive Services through its competitive electric affiliate shall propose a Code
of Conduct to prevent anti-competitive activitics. Each Affected or Incumbent Utility that
is an clectric cooperative, that plans to offer Noncompetitive Services, and that is a
member of any electric cooperative that plans to offer Competitive Services shall also
submil a Code of Conduct to prevent anti-competitive activitics. All Codes of Conduct
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shall be filed in Docket Control and be subject to Commission approval atter a hearing.
B. The Code of Conduct shall address the following subjects:

1. Appropriate procedures to prevent cross subsidization between the Incumbent Utility
Distribution-Gompany and any competitive affiliates, including but not limited to the
maintenance of separate books, records, and accounts;

2. Appropriate procedures to ensure that the & yany_Incumbent or
Affected Utility’s compctitive aflfiliate does not have access to conﬁdentlal utility
information that is not also avaiiable to other market participants;

3. Appropriatc guidelines to limit the joint employment of personnel by both an Dality
Distribution-Gempany Incumbent or Affected Utility and its compctitive affiliate;

4. Appropriate guidelines to govern the use of the By Distrbution-Compuany
Incumbent or Affected Utility’s name or logo by the Utilitv-Distribution-Company
Incumbent or Affceted Utility's competitive affiliate;

5. Appropriate procedures to ensure that the YtititsDistribution-Company [ncumbent or
Affccted Uality does not give its competitive affiliate any preferential treatment such
that other market participants arc unfairly disadvantaged or discriminated against;

6. Appropriate policies to eliminate joint advertising, joint marketing, or joint sales by an
Utility-Distributien—Coempany Incumbent or Affected Uiility and its competitive
affiliate;

7. Appropriate procedures to govern transactions between an Llity—Distzibution
Company Incumbent or Affected Utility and its competitive affiliate; and

8. Appropriate policies to prevent the Wity DistributionCompany Incumbent or
Affected Utility and its competitive affiliate [rom representing that customers will
receive better service as a result of the affiliation.

9. Complaints conceming violations of the Code of Conduct shall be processed under the
procedures established in R14-2-212,

R14-2-16176. Disclosure of Information

A. Each Load-Serving Entity providing either gencration scrvice or Standard Offcer Service
shall prepare a consumer information label that sets forth the following information:
1. Price to be charged for gencration scrvices,
2. Price variability information,
3. Customer service information,
4. Time period to which the reported information applics.

B. Each Load-Serving Entity providing either generation service or Standard Offer Service

shall provide, upon request, the following information (to the exient reasonably known):
1. Composition of resource portfolio,

2. Fuel mix characteristics of the resource portfolio,

3. Emissions characteristics of the resource portfolio.

C. The Dircetor, Utlities Division, shall develop the format and reporting requirements for
the consumer information label to ensure that the information is appropriately and
accurately reported and to ensure that customers can use the labels for comparisons
among Load-Serving Entitics. The format developed by the Director, Utilities Division,
shall be used by each l.oad-Serving Entity.

D. Each Load-Serving Entity shall include the information disclosure label in a prominent
position in all written marketing materials specifically targeted to Arizona. When a Load-
Serving Entity advertises in nonprint media, or in written materials not specifically
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targeted to Arizona, the marketing materials shall indicate that the Load-Serving Entity
shall provide the consumer information label to the public upon request.
E. Each Load-Serving Entity shall prepare an annual disclosure rcport that aggregates the
resource portfolios ot the Load-Serving Entity and its affiliates.
Each Load-Serving Entity shall preparc a statcment of its terms of service that sets forth
the following information:
1. Actual pricing structure or rate design according to which the customer with a load of
less than 1 MW will be billed, including an explanation of price variability and price
level adjustments that may cause the price to vary;
Length and description of the applicable contract and provisions and conditions for
early termination by either party;
Due date of bills and consequences of late payment;
Conditions under which a credit agency is contacted;
Deposit requirements and interest on deposits;
Limits on warranties and damages:
All charges, fees, and penalties;
Information on consumer rights pertaining to estimated bills, third-party billing,
deferred payments, and recision of supplier switches within three days of receipt of
confirmation;
5. A toll-free telephone number for service complaints;
10-Low-income programs-and-low-income-rate-ekipibitiv:
4110, Provisions for default service;
12.11. Applicable provisions of state utility laws; and
+3:12. Method whereby customers will be notified of changes to the terms of scrvice.
G. The consumer information label, the disclosure report, and the terms of service shall be
distribuled in accordance with the following requirements:
1. Prior to the inittation of scrvice for any retail customer,
2. Prior to processing written authorization from a retail customcr with a load of less than
1 MW to change Electric Service Providers,
3. To any person upon request,

=1

I

e A e

4. Made a part of the semi-annual and annual reports requircd by R14-2-1613.

5. The information described in this subsection shall be posted on any electronic
information medium of the Load-serving Entities,

H. Failure to comply with the rules on information disclosure or dissemination of inaccurate
information may result in suspension or revocation of certification or other penalties as
determined by the Commission,

I. The Commission shall ¢stablish a consumer information advisory panel to review the
effectiveness of the provisions of this Scction and to make recommendations for changes
in the ruics.
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technologies—shall-be-eligible for Early Installation Fxtra Credit Multipliersas-defined—in

R14-21618{C)Y 1 and Selar Economie-Development Bxlra-Credit Multipliers as-defined in
RHZ2—1618(5325(b):
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